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Small and medium-sized enterprises (SMEs) need adequate 
jnancial resources to sustain their business operations as well as 
to jnance their expansion programmes. The review of the small 
business literature indicates that jnancial constraints continue 
to be a major problem among the smalljrms, particularly in the 
Malaysian context. Despite the importance of jnancing SMEs, 
limited studies have attempted to examine the alternative sources 
ofjnancing available to SMEs. This paper initiates an attempt to 
address this issue by highlighting the various government sources 
ofjnancing available to Malaysian SMEs. 
INTRODUCTION 
Small and medium-sized enterprises (SMEs) need financial 
resources to survive. Without sufficient financial resources, 
SMEs cannot sustain their business activities. Furthermore, 
owners of SMEs often complained that insufficient financing 
was one of the major constraints faced by their firms. In fact, 
J 
findings of previous studies also suggested inadequate financing 
as one of the most common problems faced by new small 
business ventures as well as existing SMEs. More specifically, 
findings of the studies by Hashim and Wafa (2002), Hashim 
(2005), and Karn and Mahaligam (2008) found lack of working 
capital, inadequate credit facilities, and difficulty in getting 
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external sources of financing as the most common financial 
problems faced by Malaysian SMEs. 
Although various factors and reasons have been given to explain 
the problem of the lack of financing among SMEs, the review of 
the small business literature reveals that the financial problem 
largely resulted from internal factors such as undercapitalization 
and poor financial management practices. Past studies by 
Hashim (2005), Zider (1998), Van Auken and Carter (1989), 
Carter and Van Auken (1994) found that many cases of business 
failures among SMEs are caused by undercapitalization and 
poor financial management practices. 
In addition to limited initial capital and mismanagement of 
funds, studies have also indicated other internal factors that have 
contributed to the financial problems among SMEs. Among 
these are the lack of information and knowledge concerning 
the available alternative sources of financing among owners 
and managers of SMEs (Hashim, 2005). Given the importance 
of financing to SMEs and the lack of information concerning 
alternative sources of financing available to these firms, more 
research attention should be given to this issue. 
The purpose of this paper is to examine and highlight the 
various sources of financial assistance provided to SMEs by the 
government through the different agencies. For this purpose, 
the paper is presented as follows. The following Section Two 
briefly explains the different types of government financial 
assistance. Next, Section Three focuses on the government 
agencies providing the financial assistance to SMEs. Section 
Four presents the conclusion of the paper. 
Sources of Government Financial Assistance 
In Malaysia, there are several sources of government financing 
available to SMEs. The SMEs are offered financial assistance 
in various forms. More specifically, the Malaysian government 
provides financial facilities such as grants, loans, guarantee 
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schemes, venture capital, leasing, factoring and incentives to 
assist SMEs. In 2010, the government allocated RM5.9 billion 
to assist SMEs financially. The financial allocation is channelled 
through various government agencies and financial institutions. 
The main purpose of the financial assistance is to help SMEs 
overcome their financial problems and needs. Nevertheless, 
at the same time, through the various financial facilities, the 
government also wants to stimulate their development and 
growth in the national economy. At the moment, there are at 
least 15 government agencies and 10 financial institutions 
that are responsible for channelling the five different types of 
financial facilities to SMEs. Table 3.1 presents the 15 agencies 
and the type of financial facilities offered by them. Table 3.2 lists 
the 10 government financial institutions involved in providing 
financial assistance to the SMEs. 
Table 3.1 
SMEs Supporting Agencies and Financial Facilities 
Agency Financial Facility Offered 
1. SME Corp Malaysia Grants 
2. Multimedia Development Grants 
Corporation (MDEC) 
3.  Malaysia External Trade Grants 
Development Corporation 
(MATRADE) 
4. Malaysian Technology Grants 
Development Corporation 
(MTDC~ 
5. Ministry of Science, Technology Grants 
and Innovation (MOSTI) 
6 .  Malaysian Biotechnology Grants 
Corporation Berhad (MBC) 
(continued) 
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Agency Financial Facility Offered 
7. Bank Negara Malaysia Loans 





10. Islamic Finance** * 
Lo y 
11. Credit Guarantee Corporation Guarantee 
Malaysia Berhad (CGC) 
12. Malaysia Venture Capital Venture capital 
Management Berhad 
(MAVCAP) 
13. Malaysia Debt Venture Berhad Venture capital 
(MDV) 
14. Perbadanan Nasional Berhad Venture capital 
(PNS) 
15. Malaysia Industrial Development Incentives 
Authority (MIDA) 
Source: SME Corporation Malaysia. 
* The government financial institutions are displayed in Table 2. 
** The participating commercial banks are listed in Table 3. 
*** Offered by the commercial banks and some of the government 
financial institutions. 
Table 3.2 
Government Financial Institutions 
Government Financial Institutions 
1. SME Bank 
2. AgroBank 
3. Bank Pembangunan Malaysia Berhad (BPMB) 
4. Export-Import Bank Malaysia Berhad (EXIM Bank) 
5. Majlis Amanah Rakyat (MARA) 
6. Bank Kerjasama Rakyat Malaysia Berhad (Bank Rakyat) 
(continued) 
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Government Financial Institutions 
7. TEKUN Nasional (TN) 
8. Amanah Ikhtiar Malaysia (AIM) 
9. Perbadanan Usahawan Nasional Berhad (PUNB) 
10. Malaysian Industrial Development Finance (MIDF) 
Source: SME Corporation Malaysia 
Apart from the government agencies and financial institutions, 
the commercial banks are also actively involved in disbursing the 
various financial facilities to SMEs. More specifically, the banks 
are mainly involved in disbursing the loans, Islamic finance and 
guarantee schemes. At present, at least 26 commercial banks are 
involved. The 26 commercial banks are listed in Table 3.3. 
Table 3.3 
Commercial Banks Involved in SME Financing 
Commercial Banks 
1. The Royal Bank of Scotland Berhad 
2. Affin Bank Berhad 
3. Alliance Bank Malaysia Berhad 
4. AmBank Berhad 
5. Bank Of China (Malaysia) Berhad 
6. Bank Islam Malaysia Berhad 
7. Bank Muamalat Malaysia Berhad 
8. Bangkok Bank Berhad 
9. Bumipub-a-Commerce Bank Berhad 
10. ~ i t i b ~ ~ e r h a d  
11. Deutsche Bank (Malaysia) Berhad 
12. EON Bank Berhad 
13. Hong Leong Bank Berhad 
14. HSBC Bank Malaysia Berhad 
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Commercial Banks 
15. Maybank Berhad 
16. Overseas Union Bank (M) Berhad 
17. OCBC Bank (Malaysia) Berhad 
18. Public Bank Berhad 
19. RHB Bank Berhad 
20. Southern Bank Bhd. 
21. Standard Chartered Bank Malaysia Berhad 
22. The Bank Of Nova Scotia Berhad 
23. United Overseas Bank (Malaysia) Berhad 
24. Bank of America Berhad 
25. Bank of Tokyo-Mitsubishi (M) Berhad 
26. J.P. Morgan Chase Bank Berhad 
The following section explains briefly the 15 government 
agencies and the 10 financial institutions responsible for 
allocating the grant schemes, business and soft loans, guarantee 
schemes, venture capital and incentive schemes to SMEs. 
Government Agencies 
SME Corporation Malaysia 
The SME Corporation Malaysia (the SME Corporation), formerly 
known as the Small and Medium Industrial Development 
Corporation (SMIDEC), was formed in May 1996. On October 
2,2009, the SME Corporation Malaysia was officially appointed 
as the new central agency for the development of SMEs in the 
country. Previously, Bank Negara Malaysia was the central agency 
and the secretariat to the National SME Development Council. 
The SME Corporation is responsible for the overall formulation 
and coordination of policies, strategies and assistance involving 
the development and growth of the SMEs in the country. 
The administration of the SME Corporation comes under the 
Ministry of Trade and International Industry (MITI). However, 
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the Corporation reports directly to the Prime Minister who also 
happens to be the Chairman of the SME Development Council. 
Table 3.4 presents the grant schemes and the soft loans provided 
by the SME Corporation. 
Table 3.4 
Grants and Loans Provided by the SME Corporation 
- -  - -  
Grant and Soft Loan 
Grant for RosettaNet Standard Implementation. 
E-Manufacturing Grant (ERP) . 
Grant for Upgrading Engineering Design Capabilities. 
Grant for Business Planning and Development (ITAF 1). 
Matching Grant for Product and Process Improvement (ITAF 
2). 
Industrial Linkage and Program (ILP). 
Soft Loan Scheme for Factory Relocation. 
Grant for Productivity and Quality Improvement and 
Certification (ITAF 3). 
Headstart 500-packages comprising financial and technical 
know-how. 
Factory Auditing Scheme. 
Market Development Grant (MDG). 
Soft Loan for SMEs. 
Matching Grant for Business Start-ups. 
Matching Grant for Development and Promotion of Halal 
Products. 
Matching Grant for Enhancing Product Packaging. 
Grant fo9Enhancing Marketing Skills of SMEs. 
Financial Scheme for SMEs in the Services Sector. 
It was reported in the local press recently that the SME 
Corporation has allocated a total sum of RM628 million to help 
finance the development SMEs in the country. Of this amount, 
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RM294 million was in the form of grants. For the year 2010, the 
SME Corporation set aside a budget of RM350 million to assist 
finance the development and growth of SMEs. The amount was 
allocated to the SMEs in the form of grants and loans (New Straits 
Times, November 24,2009). 
Multimedia Development Corporation (MDEC) 
The Malaysian government established the Multimedia 
Development Corporation (MDEC) in 1996. The MDEC is a 
corporation fully owned and funded by the government. The 
Corporation was specifically created to assist the government in 
managing the Multimedia Super Corridor Malaysia (formerly 
known as the Multimedia Super Corridor). The Multimedia 
Super Corridor Malaysia (MSC) is a development project 
created and implemented by the government to help develop 
and transform the nation into a knowledge-based economy. 
The government intends to speed up the process of converting 
the country into a knowledge-based economy by developing 
the information, communication, and technology industry 
(ICT) within MSC Malaysia. MEDC has been given the task to 
develop and promote the MSC Malaysia locally and globally. 
The development and promotion involves encouraging world 
I 
leading multimedia companies to invest as well as locate their 
operations within the MSC Malaysia. MEDC provides various 
incentives to companies that invest and locate their operations 
in the MSC Malaysia. Among the financial incentives is the 
Multimedia Super Corridor Research and Development Grant 
(MGS). 
The MGS grant is offered to companies with Multimedia Super 
Corridor (MSC) status. The purpose of the MGS grant is to help 
the MSC status companies to finance research and development 
projects that focus on developing new products and services 
in areas such as innovative multimedia technologies and 
applications. 
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Malaysia External Trade Development Corporation 
(MATRADE) 
The Ministry of International Trade and Industry (MITI) 
formed the Malaysia External Trade Development Corporation 
(MATRADE), a statutory agency, in March 1993. Established 
as the country's central export promotion agency, MATRADE 
is responsible for assisting Malaysian companies to export their 
products and services in international markets. 
The specific responsibilities and functions of MATRADE 
include the following. Formulation and implementation of 
exporting strategies, undertaking trade promotion activities, 
conducting market research, developing database on trade, 
carring out training programmes, and providing services related 
to trade. 
Presently, the Corporation has 40 international offices and five 
local branches. Through the offices located across the world 
and the local branches, MATRADE assists SMEs to export 
their products and services, particularly manufactured and 
semi-manufactured products to countries across the world. In 
addition to helping the local firms to export, the Corporation 
also provides assistance to foreign companies seeking to source 
Malaysian products and services from local suppliers. Table 
3.5 shows the various types of financial assistance provided by 
MATRADE. 
Table 3.5 
Financial Assistance Provided by MATRADE 
Types of Assgtance 
Market Development Grant (MDG) . 
Brand Promotion Grant. 
Services Export Fund. 
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Types of Assistance 
Double Deduction of Export Credit Insurance Premiums. 
Tax Incentives for Offshore Trading Via Websites. 
Incentives to Acquire a Foreign Company. 
Bilateral Payment Arrangement (BPA). 
Double Deduction for Promotion of Export of,Services. 
Tax Exemption for Tour Operators, Conventional Fair 
Organizers. 
Single Deduction for Hotel Accommodation. 
Malaysia Export Exhibition Center (MEEC) . 
Double Deduction for Promotion of Exports. 
Single Deduction for Registration of Patents. 
Tax Exemption on the Value of Increased Exports. 
Tax Exemption for Malaysian International Trading Company 
(MITC). 
Special Incentives to Increase Export. 
Malaysian Product Exhibition (MPE). 
Deduction for Cost of Developing Websites. 
Export Credit Insurance Scheme. 
International Trade Fairs Overseas. 
Double Deduction for Promotion of Malaysian Brands. 
Export Financing Facilities. 
Seminars and Workshops. 
Made-in-Malaysia In-Store Promotion. 
Duties and Sales Tax Exemption. 
Industrial Building Allowance (IBA). 
Malaysian Technology Development Corporation (MTDC) 
The Malaysian Technology Development Corporation Sendirian 
Berhad (MTDC) was incorporated on March 10, 1992. The 
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government formed the MTDC to help develop and increase the 
number of technology-based companies in the country through 
the commercialization of local research and development outputs 
as well as investments in new technology business ventures. 
The MTDC has been assigned to manage government grants 
under the Technology Development Programme (TDP) . The TDP 
was introduced to provide financial assistance to entrepreneurs 
and companies to develop promoted technologies in the country. 
The grants include the following. Technology Acquisition Fund 
(TAF), Commercialization of R&D Fund (CRDF), Technology 
Acquisition Fund for Women (TAF-W), and Venture Capital 
Fund (non-ICT). 
The TAF and CRDF were set up to help SMEs to acquire 
technology as well as for assisting them to commercialize their 
R&D output, respectively. The TAF-W was introduced to help 
the companies owned and managed by women to integrate 
into the manufacturing sector by upgrading their technological 
capabilities as well as through inter and intra-industry linkages. 
Under the Technology Development Cluster (TDC) programme, 
the MTDC helps potential entrepreneurs to start up their 
business operations at its technology incubator centers. In 
addition, the MTDC offers professional consultancy services 
such as industrial studies, technical support and training, and 
ICT solutions to SMEs. Through venture capital financing, the 
MTDC further assists entrepreneurs and companies to venture 
into new businesses as well as adopt new technology. 
Under the Ninth Malaysia Plan (2006-2010), MTDC allocated 
grants valued at RM143.4 million to 95 local companies. In 
addition to the grants allocated to the local firms, the Corporation 
also bought equity in local and international companies. The 
value of the equity amounted to RM350 million. 
Ministry of Science, Technology and Innovation (MOSTI) 
The Ministry of Science, Technology and Innovation (MOSTI) 
was created in the year 2004. The main responsibility of MOSTI 
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is to make Malaysia more competitive internationally through 
competency in science and technology. MOSTI encourages SMEs 
to strengthen their technological capabilities and innovativeness 
through research and development. MOSTI offers various 
financial schemes to local firms. The schemes include: 
Science Fund. 
TechnoFund . d 
Enterprise Innovation Fund. 
Demonstrator Application Grant Scheme. 
eContent Fund. 
Commercialization Grants-Seed Funds. 
Commercialization Grants-R&D Funds. 
Commercialization Grants-International Business 
Development Matching Funds. 
Malaysian Biotechnology Corporation Berhad (MBC) 
Established by the government in 2005, the Malaysian 
Biotechnology Corporation Berhad (MBC) is an agency wholly- 
owned by the Ministry of Finance Incorporated (MOF). Although 
owned by the MOF, the administration of MBC comes under the 
Ministry of Science, Technology and Innovation (MOSTI). 
The MBC was formed to help the government develop and promote 
the biotechnology industry in the country. As the nation's leading 
agency in biotechnology, the MBC has been given the following 
tasks: the development and growth of Malaysian biotechnology 
firms, the promotion of foreign direct investment in the local 
biotechnology industry and providing business environments 
that are favourable to biotechnology firms. MBC accomplishes 
these tasks through various financial assistance and development 
services. The financial assistance includes the following; seed 
fund, research and development (R&D) matching fund and 
international business development matching fund. 
The seed fund is used for the purposes of financing the costs of 
starting a new business venture in biotechnology and to assist 
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in the development and commercialization of the output from 
R&D in the area of biotechnology. The R&D matching fund is 
meant for developing new products, processes, and technologies 
and their commercialization. Meanwhile, the intention of 
the international business development matching fund is to 
promote the business expansion of BioNexus Status Companies 
(biotechnology firms) in the global marketplace. 
Since its establishment in 2005, MBC has successfully 
developed 5 1 biotechnology companies with BioNexus status in 
the country. The majority of these companies are local. From the 
total of 51 companies, 47 are local biotechnology companies. 
The remaining four are foreign companies. The total investment 
in these 5 1 companies amounted to RM1 billion. 
Bank Negara Malaysia 
Through Bank Negara Malaysia (the Central Bank), the 
Government of Malaysia has introduced various financial 
assistance programmes to help SMEs finance their business 
operations and activities. These assistance programmes are 
channelled through participating institutions such as banking 
institutions, development financial institutions (DFI), and 
ERF Sendirian Berhad. The funds and guarantees promoted 
by the government through Bank Negara are as follows: 
SpecialFunds: 
- Fund for Small and Medium Industries 2 (RM4.75 
billion) 
- New Entrepreneurs Fund ( RM2.35 billion) 
- Fund for Food (RM1.3 billion) 
- ~ghabilitation Fund for Small Businesses (RM200 
million) 
- Burniputra Entrepreneurs Project Fund (RM300 million) 
- Bumiputra Entrepreneurs Project Fund- Islam (BEPFi) 
- SME Assistance Facility (RM700 million) 
- SME Modernization Facility (RM500 million) 
- Fund for Small and Medium Industries 2 
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- New Entrepreneurial Fund 2 
- Small-debt Resolution Mechanism 
Guarantee Schemes: 
- Direct Access Guarantee Scheme 
- Direct Access Guarantee Scheme Islamic 
- Direct Access Guarantee Scheme-startup , 
- Small Entrepreneurs Guarantee Scheme 
- Flexi Guarantee Scheme 
- Franchise Financing Scheme 
- Credit Enhancer Scheme 
- Credit Enhancer Islamic Scheme 
- Direct Bank Guarantee Scheme 
Credit Guarantee Corporation Malaysia Berhad 
The Credit Guarantee Corporation Malaysia Berhad (CGC) was 
i formed on July 5, 1972 to guarantee loans made by financial 
I institutions to SMEs. Small businesses may borrow from a 
b commercial bank with the CGC guaranteeing the banks to pay 
I back part of any loss suffered by the banks. 
h 
i The CGCMB provides full guarantee for loans exceeding the 
1 
I value of the collateral used. There is no limit to the guarantee 
1 amount for loans backed by collateral. However, for loans 
without collateral, the guarantee is limited to the amount of up 
to RM2.5 million. 
More recently, the government expanded the role of CGCMB 
in an effort to further assist SMEs gain access to financing. In 
its new role, the CGCMB provides not only a wider range of 
credit enhancement products, but also financial and business 
development advisory services, as well as credit information 
services. Among the guarantee schemes provided by CGCMB 
are : 
Direct Access Guarantee Scheme. 
Islamic Direct Access Guarantee Scheme. 
Direct Access Guarantee Scheme (Start-up). 
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Small Entrepreneurs Guarantee Scheme. 
Flexi Guarantee Scheme. 
Franchise Financing Scheme. 
Credit Enhancer Scheme. 
Islamic Credit Enhancer Scheme. 
Direct Bank Guarantee Scheme. 
Malaysia Venture Capital Management Berhad (MAVCAP) 
The Malaysia Venture Capital Management Berhad (MAVCAP) 
is the biggest venture capital company in the country. 
Incorporated in 2001 with a fund of RM970 million, MAVCAP 
is owned by the Ministry of Finance Incorporated (MOF). The 
government formed the company to help develop the local 
venture capital industry as well as to use venture capital to finance 
entrepreneurial ventures in the information, communication and 
technology industry (ICT). 
More specifically, MAVCAP provides funding in the form of 
venture capital to owners of small businesses to help finance 
their new business ventures, as seed capital and at the early 
stage of the business ventures. However, MAVCAP mainly 
targets small new business ventures in the ICT and high growth 
industries. The amount of venture capital invested in the new 
business ventures varies from RMl million to RMlO million. In 
addition, the duration of the venture capital financing provided 
to the new business ventures is between five to eight years. 
Since its formation in 200 1, the Company has provided venture 
capital financing to 258 entrepreneurial firms that have been 
able to create more than 1,200 jobs. As of December 3 1,2007, 
the companies MAVCAP invested in have been able to produce 
100 high technology products and services. These products 
and services have been successfully exported to countries such 
as China, Yietnarn, the Philippines, Indonesia and the United 
States of America. 
Malaysia Debt Venture Berhad (MDV) 
The Malaysia Debt Venture Berhad (MDV) is a wholly-owned 
subsidiary of the Ministry of Finance Incorporated (MOF). The 
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company was incorporated on April 23, 2002. MDV provides 
debt financing to help owners of small firms commercialize 
their products and services, particularly those involved in the 
information, communication and technology, biotechnology 
and emerging industries. Among the types of financing offered 
by MDV are revolving project loans, open-ended project loans, 
partner bank facilities and small contract financing. 
b 
The amount of financing MDV offers to small firms is bigger 
than the financing provided by MAVCAP. In the case of MDV, 
the amount of financing provided to the small firms varies from 
RM2 million to RM120 million. However, the duration of the 
financing is shorter, that is between one to five years. 
In 2002, MDV received an initial funding of RM1.6 billion 
from the Japan Bank of International Corporation (JBIC). MDV 
fully invested the amount in 245 companies within six years. 
In October 2008, the Company raised its second source of 
fund through Islamic financing. The second fund was valued at 
RM2.5 billion. Since the inception of the Islamic fund, MDV 
I 
I has disbursed more than RM2.4 billion to 282 local companies. 
I 
1 1  
I Perbadanan Nasional Berhad (PNS) 
I 
Perbadanan Nasional Berhad (PNS) ,formerly known as PERNAS , 
I 
was incorporated in November 29,1969. The MOF is the majority 
shareholder of PNS. The Company was given the task to help 
develop the local franchise industry with the emphasis on creating 
new franchisees and providing total franchise business solutions. 
Through the franchise financing schemes, PNS aims to develop 
about 1,000 new franchisees every year. The franchise financing 
schemes include: 
PNS Franchise Financing Scheme. 
WomanlGraduate Franchise Programme. 
PNS Pre-Franchise Financing Scheme. 
PNS Executive Franchise Financing Scheme. 
PNS Youth Franchise Scheme. 
PNS Franchisor Financing Scheme. 
PNS Equity Investment Scheme. 
- - - -  
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PNS Equity Franchise Investment Scheme. 
Franchise Development Assistance Scheme. 
Besides providing the financing for the various franchise schemes, 
PNS also offers contract financing to owners of businesses that 
depend on contracts from the government. These businesses 
generally obtain their contracts from the various government 
agencies through bidding. The contracts from the government 
are normally in the form of supplying various products and 
providing different services to these agencies. 
Malaysia Zndustrial Development Authon'ty (MZDA) 
The Malaysian Lndustrial Development Authority (MIDA) was 
established in 1967 under the Ministry of International Trade 
and Industry (MITI). MlDA represents one of the leading 
government agencies responsible for promoting and coordinating 
industrial development and investments in the manufacturing 
and services sectors in the country. The Authority promotes and 
coordinates industrial development and investments by approving 
manufacturing licenses, assessing applications for tax exemptions, 
import duty and providing various incentives. Table 3.6 lists some 
of the incentives offered by MlDA to attract companies to invest 




1. Incentives for the Manufacturing Sector: 
a) Pioneer Status 
b) Investment Tax Allowance 
2. Inchives for the Agricultural Sector: 
a) Pioneer Status 
b) Investment Tax Allowance 
c) Incentives for Reinvestment in Food Processing 
Activities 
d) Reinvestment Incentives for Resource-based Activities 
(continued) 
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Incentives 
3. Incentives for the Tourism Sector: 
a) Pioneer Status 
b) Investment Tax Allowance 
4. Incentives for Environmental Management: 
1)Pioneer Status E 
2)Investment Tax Allowance 
3)Incentives for Waste Recycling Activities 
4)Incentives for the Use of Renewable Energy Resources 
5. Incentives for Research and Development: 
a) Pioneer Status 
b) Investment Tax Allowance 
6. Incentives for Training: 
a) Pioneer Status 
b) Tax Exemption on Educational Equipment 
7. Incentives for Information and Communication Technology: 
a) Incentive for Software Development 
b) Accelerated Capital Allowance 
8. Incentives for Manufacturing-related Services: 
a) Pioneer Status 
b) Investment Tax Allowance 
9. Incentives for Knowledge based economy: 
a) Pioneer Status 
b) Investment Tax Allowance 
10. Incentives for Knowledge based economy: 
a) Expatriate Posts 
11. General Incentives: 
a) Exemption from Import Duty on Raw Materials1 
Components 
b) Double Deduction for Approved Training 
12. Registry of Investors and Contract Manufacturers 
(RICOM) - assists Malaysian contract manufacturers in 
forging business links to supply to world markets. 
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Government Financial Institutions 
SME Bank 
The SME Bank which began its operations on October 3,2005 
was established to assume the complementary role of assisting 
existing banking institutions in providing financial and business- 
supporting services to the SMEs. 
In terms of financing, the SME Bank provides equity financing, 
working capital, term loans, industrial hire purchase, leasing, 
factoring, contract financing, and bank guarantees. In addition, the 
Bank also offers business-supporting services, such as consultancy, 
preparation of business plans, and professional advisory services 
such as business assessment, business matching, business 
conferences, as well as research and knowledge linkages. The 
types of financing offered to SMEs are presented in Table 3.7. 
In addition to the financial facilities listed in Table 3.7, the SME 
Bank offers five specific loan schemes. The five loan schemes 
are targeted at five different types of small and medium-sized 
enterprises. The five loan schemes include: 
I .  SME Professional loan ( financing for professionals such 
as doctors, consultants, and pharmacists). 
2. SME Start-up (financing project for commercialization). 
3. SME Procurement (financing for vendors with secured 
contracts). 
4. SME Franchising (financing for franchiser and 
franchisee). 
5. SME Global (financing for business going global). 
Table 3.7 
Financing Provided by the SME Bank 
f Fund, Scheme, and Programme: 
Special Fund for Tourism 2. 
Tanmiah Scheme 1. 
Tanmiah Scheme 2. 
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Oil Palm Replanting Fund Food Production Credit 
Scheme. 
Agriculture Entrepreneurs Scheme for Graduates. 
Special Fund for Fishery Sector. 
Fishery Boat Financing Scheme. 
Small and Medium Industries Fund. 
Youth Agriculture Scheme. 
Micro Credit Schemes for Entrepreneurs. 
Non-Food Agriculture Development Scheme. 
Paddy Credit Scheme. 
Fund for Food. 
Bank Pembangunan Malaysiu Berhad (BPMB) 
Bank Pembangunan Malaysia Berhad was incorporated under 
the Companies Act 1965 on November 28, 1973. It began its 
operation as a development financial institution (DFI) on June 
8, 1974. The Bank is owned by the Ministry of Finance. The 
Bank provides medium to long financing to firms involved in 
capital intensive industries such as infrastructure, maritime, and 
high technology. Table 3.8 shows the various types of financing 
offered by BPMB . 
Table 3.8 
Types of Financing Provided by BPMB 
- - 
q p e s  of Financing 
Mode of Financing 
Project Finance 
Contract Finance 
Deferred Payment Loan 
Privat Finance 4 
Islamic Financial Facilities 
Fixed Asset Financing 
Ijarah Facility (Leasing-i) 
Ijarah Thurnmal Bai' (Industrial Hire Purchase-i) 
Working Capital 
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Types of Financing 
Conventional Financing Facilities 
Public Transportation Fund 
Maritime Fund 
Tourism Infrastructure Fund 
I 
Export-lmport Bank Malaysia Berhad (EXIM Bank) 
Incorporated on August 29, 1995, the Export-Import Bank of 
Malaysia (EIXM) is wholly owned by the Ministry of Finance. 
EXIM provides various financing facilities to SMEs that are 
involved in exporting. The Bank offers financial assistance to 
SMEs to facilitate their exports to traditional and non-traditional 
markets. Through its ECR Scheme, the EIBM offers short-term 
financing for exporting to direct and indirect exporters of eligible 
manufactured goods, agricultural products, and selected primary 
commodities. Under the Scheme, the bank provides the exporting 
firms with the following financing facilities: 
Pre-shipment facility of as much as 80% of the contract 
value to finance working capital. 
Post shipment facility of as much as 100% of the value of 
export for loan amounts not exceeding RM50 million. 
Table 3.9 lists the various types of financial facilities offered by 
EXIM Bank to the firms in Malaysia. 
Table 3.9 
Financial Facilities Provided by EXIM 
Types of Facility 
Oversea Project1 Contract Financing Facility 
Buyer-Credit Facility 
Export of Services Facility 
(continued) 
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Types of Financing 
Supplier Credit Facility. 
Guarantee Facility 
Export Credit Refinancing (ECR) Scheme 
EXIM Overseas Guarantee Facility (EOGF) 
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Credit Insurance Facilities: 
Comprehensive Policy 
Specific Policy 
Bank Letter of Credit Policy 
Overseas Investment Insurance 
Buyer-Credit Guarantee 
Multi Currency Trade Financing Scheme (MCTF) 
Indirect Exporters' Financing Scheme (IEFS) 
Majlis Amanah Rakyat (MARA) 
Majlis Amanah Rakyat (MARA) was incorporated on March 1, 
1966 as a statutory body under the Majlis Amanah Rakyat Act 
1966. Through its Business Financing Division, MARAprovides 
financial assistance to SMEs based on Islamic principles. Loan 
facilities are extended to new and existing business owners. For 
new businesses, loans are given to help their owners start up 
their businesf operations. In the case of existing businesses, the 
loan facilities extended to them are for the purpose of expanding 
or growing their existing businesses. 
MARA offers financing to small businesses involved in various 
types of industries. These industries include wholesaling, 
trading, services, manufacturing, transportation and agriculture. 
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The financing is for the purpose of asset acquisition and working 
capital. Table 3.10 presents the amount and the various types 
of financing extended to businesses in the different types of 
industries. 
Table 3.10 
Amount and Types of Financing Provided by MARA 
- - - - -- 
Types of Financing 
General Financing Scheme 
Business financing for professionals (RM250,OOO) 
Financing for t~ansportation business (RM250,OOO) 
Business financing for mini-market (RM250,OOO) 
Business financing for ex-IKMIGiat trainees (RM50,OOO) 
Business financing for ex-trainee under MARA Programmes 
(RM250,OOO) 
Agriculture financing (RM250,OOO) 
Financing without collateral or guarantee (RM50,OOO) 
Business financing for taxi services 
Contract Financing 
Financing for GenerallFixed Contract (RM250,OOO) 
Financing for sub-contractor under umbrella concept 
(RM250,OOO-RM500,OOO) 
Repeat financing for excellent contractors (RM250,OOO- 
RM500 ,000) 
Special Financing for Manufacturing and Franchise 
Manufacturing, services, tourism services (RM500,OOO) 
Bank Kerjasama Rakyat Malaysia Berhad (Bank Rakyat) 
Bank Kerjasama Rakyat Malaysia Berhad (Bank Rakyat) was 
formed is September 1954 under the Cooperative Ordinance 
1948. The Bank is owned by the cooperatives in Malaysia. Bank 
Rakyat is governed by its laws and Bank Kerjasama Rakyat (M) 
Berhad Act 1978 (Special Provision 202), which allows it to 
Government Financial Assistance to SMEs 
extend financing to not only members, but also nonmembers of 
the Bank. Most of the financial facilities provided by the Bank 
are based on the principles of Islamic finance. Table 3.1 1 shows 
various financial facilities offered by Bank Rakyat. 
Table 3.11 
Financial Facilities Provided by Bank Rakyat 
Types of Financing 
- -  - 
Contract Financing-i Tijari 
Rural Development Financing 





Rakyat Franchise Financing-I Scheme 
Credit Guarantee Corporation (CGC) Schemes 
Personal Financing-i 
TEKUN Nasional (TN) 
TEKUN Nasional (TN), formerly known as TEKUN Nasional 
Foundation is an agency created on November 9,1998 under the 
former Ministry of Entrepreneur and Cooperative Development. 
With the dissolution of the Ministry of Entrepreneur and 
Cooperative Development, the government has placed TEKUN 
Nasional dnder the Ministry of Agriculture and Agro-Based 
Industry. 
TEKUN Nasional was established to provide micro financing 
to small firms owned by bumiputras. Through the TEKUN 
financing scheme, owners of small firms are offered micro 
financing to help them finance their new business ventures. The 
7 
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financing scheme is based on the concept of "Loan on Deposit." 
The scheme offers loans to borrowers as additional capital for 
them to expand their existing businesses. The borrowers repay 
the installments of the loans based on a certain percentage of the 
revenues from their businesses. The repayment installments are 
then deposited in the TEKUN financing scheme. The amount 
of financing allowed under the scheme ranges from RM500 to 
RMSO ,000. 
Amanah Ikhtiar Malaysia (AIM) 
Amanah Ikhtiar Malaysia (AIM) was established on September 
17, 1987. Its establishment was organized by Universiti Sains 
Malaysia, Malaysia Islamic Economic Development Foundation, 
Government of Selangor, and Asia Pacific Development Centre. 
AIM was modelled after the Grameen Bank founded by the Nobel 
laureate Dr. Muhammad Yunus in Bangladesh. 
AIM was established to provide micro-financing to poor folks 
and households, particularly those located in the rural areas. The 
purpose of the micro-financing is to help these people finance 
small scale economic activities that would increase their income. 
Table 3.12 presents the four types of Ikhtiar financing schemes, 
the amount of financing and the duration of repayment of the loans. 
Table 3.12 
Types of Ikhtiar Financing, Amount and Duration of Repayment 
Type of Ikhtiar Financing Maximum Amount (RM) Duration of Repayment 
1. Ikhtiar Rezeki: 2,000-20,000 25-150 weeks (weekly) 
i-Mesra 2,000-20,000 25-1 50 weeks (weekly) 
i-Srikandi 5 ,000 6 months (weekly, 
i-Wibawa monthly or one 
20.000-50,000 whole payment) 
i-Wawasan 25-250 weeks (weekly 
but not more than 5 years) 
(continued) 
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l&e of Ikhtiar Financing Maximum Amount (RM) Duration of Repayment 
- -  - 
2. Ikhtiar Penyayang 5,000 25-150 weeks (weekly) 
3. Ikhtiar Bestari 5,000 25-150 weeks (weekly) 
4. Ikhtiar Sejahtera l0,OOO 25-150 weeks (weekly) 
Perbadanan Usahawan Nasional Berhad (PUNB) 
Perbadanan Usahawan Nasional Berhad (PUNB), the national 
entrepreneur development corporation was formed on July 
17, 1991. The Corporation is a wholly-owned subsidiary 
of the Bumiputra Investment Foundation (BIF). The BIF is 
an organization that coordinates the investment activities 
among government agencies, bumiputra-owned companies 
and individuals. The PUNB was established to help in the 
development of bumiputra entrepreneurs in the country. 
PUNB provides financing to help bumiputras start-up their 
businesses. Financing is also given to assist them in expanding 
their businesses, particularly in business areas such as ICT, 
electrical and electronics, biotechnology, health care, medical, 
food technology, agricultural products, automotive, chemicals, 
gas products and services. The financing provided by PUNB 
includes equity and loans facilities. 
More specifically, in the area of retailing, PUNB offers three 
main types of financing schemes. The three financing schemes 
include the following; Prosper Retailer Scheme, Prosper 
Wholesale Scheme and Prosper Graduate Scheme. The financing 
for these schemes are based on the principles of Islamic finance. 
The amount of financing ranges from RM5,000 to RM1 million. 
The duration of repayment of the financial schemes is between 
five to seden years. 
Malaysian Industrial Development Finance (MIDF) 
As a development finance institution, the Malaysian Industrial 
Development Finance Berhad (MIDF) was incorporated on 
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March 30, 1960. The MIDF was created by the government to 
provide financial assistance to manufacturing firms as well as to 
further promote the manufacturing sector in Malaysia. 
The MIDF provides various kinds of medium-and long-term 
financing facilities to companies. These financing facilities are 
meant for helping companies to finance their purfhase of new 
fixed assets in new industrial ventures and for modernization, 
expansion and relocation of existing firms. The MIDF grants a 
wide range of facilities and services to firms in the manufacturing, 
manufacturing-related services, tourism, infrastructure and 
utilities sectors. The facilities and services provided by MIDF 
are presented in Table 3.13. 
Table 3.13 
Financial Facilities Offered by MZDF 
Financial Facilities: 
Soft Loan for Information and Communications Technology. 
Soft Loan for Factory Relocation. 
New Entrepreneurs Fund 2. 
Japan Bank for International Cooperation1 Fund for Small and 
Medium Scale Industries. 
Fund for Small and Medium Industries 2. 
Soft Loan for Small and Medium Enterprises. 
ASEAN-Japan Development Fund1 Japan Bank for 
International Cooperation Scheme. 
Small and Medium Scale Industry Promotion Programme1 
JBIC Fund. 
Federal Government Special Fund for Terengganu - based 
SMEs. 
Energy Efficiency Projects Lending Scheme for Energy Service 
Companies and Industries under the Malaysian Industrial 
Energy Efficiency Improvement Project. 
(continued) 
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